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This month, the AICPA governing council
will hold its Fall meeting in Miami. At this
meeting they will hear reports on the mem
ber information campaign and the results of a
survey the Council mandated at its Spring
meeting. Following the Fall Council meeting,
we will move forward with the membership
vote scheduled for the November-December
time frame.
In preparing this article I was reviewing
some material from The Report on the CPA
Vision Project, and I was reminded of the
“levels of work” that Gideon Malherbe, the
lead consultant on the vision project, created.
In a nutshell, this is how they look (see also
Journal ofAccountancy, Sept. issue).
From the CPA perspective on these lev
els, you might consider levels 1-3 to be foun
dational CPA services as generally defined
by the CPA license. People operating at this
level are generally focused on action plans,

procedures, techniques and outcomes, good
management practices, business plans and
maximizing value. It is this kind of work that
earned our profession a very positive reputa
tion as smart, hard working, trusted business
advisers. In terms of compensation and per
sonal fulfillment of people operating at these
lower levels, you might expect compensation
to be on the lower end, and your level of per
sonal fulfillment will depend on your indi
vidual career expectations, benchmarks and
milestones.
Levels 4 and 5 begin to reach into a
realm that is more intangible and strategic. At
these levels we see the CPA Vision operating.
CPAs working in business and industry at
this level are more focused on optimizing
resources than protecting them. The implica
tions of their decisions are considered in the
three to fifteen year time horizon, and they
continued on page D2

Level

Scope

Distribution of Knowledge and Effect

Time Span

7

Global

Ability to determine the rules of the game at an
international level.

50 years

6

National

Ability to influence the rules of the game at a national level.

30 years

5

Industry

Ability to conceptualize the multiple realities that exist
within the environment and capitalize on them.

10-15 years

4

Market

Ability to create and manage multiple, parallel outcomes
based on market needs and internal competencies.

3-5 years

3

Value
Chain

Ability to identify and improve alternative systems to
achieve predetermined goals.

1-2 years

2

Process

Ability to conform and adhere to linear and
technical processes.

3 months

1

Product

Ability to perform given tasks and focus on immediate,
tangible results.

Immediate
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consider not only the issues of their company but the broader
issues of their industry and the customer and supplier value chains.
In terms of compensation and personal fulfillment, it is reasonable
to expect both to be higher. Many people will spend most of their
career working at these levels, realizing a comfortable income and
a strong sense of personal fulfillment.
Levels 6 and 7 move us further up the value chain. This is
where the XYZ, and more important to us, the CPA/XYZ are posi
tioned. People functioning at this level think on a 30 to 50 year
time horizon. They work at creating national and global strategies,
and foresee the creation of entirely new industries. At this level we
see new products, services and systems developing through the
convergence of existing industries and markets. The rapid develop
ment and advancement of the technology industry is an example of
work at these highest levels, which may be the most obvious place
to observe exemplars of the behaviors we anticipate from holders
of the proposed global business credential. What do we pay people
operating at these highest levels?— whatever they want!
This article is the last chance I will have to communicate with
you before the membership ballots are sent out. With that in mind,
there are a few points that I would like to make and ask that you
consider these when you are filling out your ballot:
1. The AICPA and the state CPA societies will continue to support
and develop the CPA profession. Activities to attract the best
and brightest students to our profession will continue, as will
our campaigns to enhance the image of the CPA.
2. The combination of CPA and XYZ is a powerful one. It is this
combination that validates your understanding of your business
at the intangible and strategic level, while also understanding it
at the transactional level.
3. Students have demonstrated a significant interest in the creden
tial, and recognize the CPA profession as a path to XYZ as well
as recognizing the power of the combination.
4. The fact that this credential is global is also one of its strengths.

5.

6.

7.

8.

As the world becomes smaller and businesses expand beyond
their current markets, you will likely have the experience of
dealing with XYZ and non-XYZ professionals in other coun
tries. From my experience as a CPA, I can assure you that when
you can connect with another XYZ credential holder, you will
be able to have a much more productive conversation than when
working with a non-XYZ professional.
Not all CPAs will choose to become an XYZ, and not all CPAs
will qualify to become XYZs. The Business and Industry
Executive Committee (BIEC), which represents your interests at
the AICPA, has carefully studied the development of this cre
dential and met with AICPA leaders about it. BIEC strongly
supports XYZ and believes that many CPAs employed in busi
ness and industry will qualify for the credential, and it will
enhance their career. For these reasons and more, the BIEC
voted its unanimous support for the credential.
As you review the Competency Framework that was mailed
with the August issue of the JOA, understand that the XYZ
professional is not expected to be an expert in all competen
cies at the cross-disciplinary knowledge level. An XYZ pro
fessional is expected to offer an understanding of concepts,
practices, implications and inter-relationships among multiple
business disciplines. Meaning that you should have depth of
understanding in at least one competency area (in our case,
accountancy or corporate finance would be most likely) and
enough understanding in the other areas to raise issues or
concerns when strategic considerations/decisions have impli
cations in those other disciplines.
The diversity of this credential, by virtue of its global reach as
well as the individuals from various professions that it is posi
tioned for, is a key part of its strength.
Whatever you believe about this credential, it is important that
you vote one way or the other. As I have said in this column
before: VOTE like you mean business!

AICPA Isues First Guide in Series of Publications on
Improving Government and Not-For-Profit Performance
The AICPA has issued a new guide, Using Competition for
Performance Improvement: A Resource for Practitioners
Advising Governments and Not-for-Profits. It is the first guide in
an expected series of publications that are designed to assist
CPAs in advising governments and not-for-profit organizations
on opportunities for performance improvement. Both CPAs in

public practice and CPAs employed by governments or not-forprofit organizations should find this publication useful.
This new step-by-step guide is designed to walk through the
entire competitive process and provides valuable guidance on
opportunities for introducing competition, outsourcing, or
divestiture. Guidance is also included on how to determine
continued on page D3
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whether to privatize, retain or reengineer targeted functions or
activities. Numerous tools, exhibits, spreadsheets and compre
hensive case studies help ensure successful performance
improvements.
Other topics include development of a competitive proposal,
transition issues, performing the cost analysis and monitoring
performance.
Product No. 056507CPA10; Prices: $68 for dual
AICPA/state CPA society member; $72.25 for AICPA mem

ber; $76.50 for state CPA society member; $85 for non
member.
To order publications, write: CPA2Biz Customer Service
Center, CPA10, P.O. Box 2209, Jersey City, NJ 07303-2209;
fax: 800/362-5066; call: 888/777-7077; (8:00 a.m. to 8:00 p.m.,
ET); or e-mail service@cpa2biz.com.CPA members should have
their membership numbers ready when they call. Non-members
should have their credit card number ready when they call.
Prices do not include shipping and handling.

Creating and Enhancing Customer Value Through Cost
Management
By Dr. Ya’akov Zeisel, CPA, Ph.D., Provost, Jerusalem College of Technology
Industrial accountants are increasingly becoming significant par
ticipants and drivers in the core strategic and managerial efforts
of their organizations. An emerging important model that could
enhance accountants’ contributions in these areas is the Value
Creation Model (VCM). This model uses cost management to
help create and increase the value customers derive from the
organization’s products and services.
The VCM is based on the marketing concept that when cus
tomers purchase products or services they are buying a set of
attributes that provide them with benefits (value attributes). For
example, when purchasing an automobile one is acquiring basic
transportation, interior/exterior features and colors, safety, pres
tige, quality/warranty, and after-purchase service. The better a
company understands which attributes its customers value (as
defined by the customer and not by what the company thinks),
how much they are willing to pay for them, and how much it
costs the company to provide these attributes, the better the
company can enhance customer value and maximize its own
profits. The VCM focuses on these issues.
To identify the value attributes and to ascertain their relative
importance, one must ask the customer. This is frequently done
by use of focus groups or direct customer surveys, where attrib
utes are identified and their relative importance estimated (for
example, by asking customers to distribute 100 points or 100%
of the purchase price across the attributes). Today, with increas
ing use of the Internet to sell to and be in touch with customers,
this type of information can be obtained more easily and more
reliably. Different customers may have different attributes they
deem important and most certainly would have different relative
values for the attributes. Customers can be grouped into seg
ments that have similar relative values. For example, PC buyers
who are novice PC users would probably assign greater relative
value to “ease of use” and “help” attributes than would experi
enced users who might be much more interested in technologi
cal advances built into the computer.
After defining the relative values of the attributes for the
various customer segments, revenue equivalents are then
assigned to the attributes. This could be done for a particular

segment by allocating the segment’s total revenues to the attrib
utes in proportion to their relative values. Clearly, companies
that use the VCM will experiment to determine reliable ways to
derive these revenue equivalents.
After determining the revenue equivalents, the next step is
to measure the cost of providing and supporting each of the
value attributes. This requires that activities be defined in a man
ner that is consistent with value attributes. Consequently, the
company’s cost structure will be partially redesigned to embrace
customer viewpoints—a very positive move. Costs that are
machine-paced are measured using capacity cost management
methodologies, and all the remaining costs are determined with
activity based costing.
Once revenues and costs of value attributes have been mea
sured for each of the customer segments, profit-improving deci
sions can be made. The VCM generates ratios of revenues to
cost for each attribute in every segment. Low or negative ratios
indicate that customers are not willing to pay enough for these
attributes. Consideration should be given to reducing company
efforts in these areas. On the other hand, high ratios indicate
potential areas to increase customer value and consequently
company profits. For example, if software customers in particu
lar segments feel that telephone “help” service is very important
to them and yet the company is not investing much to provide
this service, this attribute will have a very high revenue to cost
ratio. By expanding the quality and quantity of this service, the
company will generate more software sales and/or be able to
raise prices. And the VCM, with its measurements of attribute
revenues and costs, not only points out such opportunity but also
continued on page D4

This article was written based on a session at an AICPA
Industry Conference. The session was presented by Dr. C.J.
McNair of Babson College. Dr. McNair also co-authored,
“Cost and the Creation of Customer Value,” which further
developed the ideas presented at the conference.
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helps to determine how much additional effort in this particular
area is desirable. Using this same approach, but with forecasted
data, the VCM can also help to determine which and how much
of particular attributes should be incorporated into new products
and services being developed.

The VCM is a new cost management model with the poten
tial to make significant contributions to the marketing and strate
gic efforts of companies. As with any new model, it still needs
refinements and improvements. This will occur as companies
start using and experimenting with it.

CFOs Expect Slowdown in Fourth-Quarter Financial Hiring
Activity
Chief financial officers (CFOs) are projecting a decline in
financial hiring during the fourth quarter of 2001, according to
the latest Robert Half International Financial Hiring Index. Ten
percent of CFOs surveyed said their firms plan to add account
ing and finance staff, while 6 percent foresee personnel reduc
tions in the last three months of the year. The net 4 percent
increase in hiring is down three points from the prior quarter’s
forecast. Eighty-two percent of executives anticipate no change
in hiring activity.
The national poll includes responses from 1,400 CFOs from
a stratified random sample of U.S. companies with 20 or more
employees. It was conducted by an independent research firm
and developed by Robert Half International Inc., the world’s
largest staffing services firm specializing in accounting, finance
and information technology. “Companies are hiring more judi
ciously as a result of recent economic trends,” said Max
Messmer, chairman and CEO of Robert Half International.
“Organizations are carefully assessing both short- and long-term
business needs before adding full-time personnel.” Messmer
noted that while the overall employment environment is conser
vative, demand remains strong nationwide for accounting and
finance professionals with exceptional technology skills and
industry-specific experience.
Accounting and Financial Hiring—By Region

The Pacific1 and South Atlantic2 regions of the United States are
forecasting above-average hiring levels through the end of the
year. In the Pacific states, 17 percent of CFOs plan to expand
their accounting and finance staff and just 3 percent anticipate

reductions in personnel, resulting in a net hiring increase of 14
percent—10 points above the national average.
“While parts of the Pacific region have been harder hit by
the economic contraction than others, companies throughout the
area continue to report solid demand for accounting and finance
staff,” Messmer said.
CFOs in the South Atlantic states also are optimistic about
financial hiring activity in the fourth quarter. Ten percent of
executives expect to add staff and 4 percent plan a reduction in
personnel, leaving a net 6 percent increase in hiring.
Accounting and Financial Hiring—By Industry

CFOs in the finance, insurance and real estate sector anticipate
hiring gains well above the national average. Twenty-one per
cent of financial executives plan to add personnel and 6 percent
expect reductions in staff size, for a net hiring increase of 15
percent. Messmer noted, “Lower interest rates and subsequent
declines in mortgage rates have boosted home sales and encour
aged refinancing in many areas of the country.”
The transportation industry (transportation, communica
tions, electric, gas and sanitary services) will also see solid
financial hiring activity in the fourth quarter, according to the
survey. Fifteen percent of CFOs in this sector expect to hire
additional employees and 2 percent expect declines in staff lev
els, for a net hiring increase of 13 percent. Other industries pro
jecting hiring gains above the national average include business
services, where executives anticipate a net 9 percent increase in
hiring, and retail, with a net 5 percent increase in hiring activity
forecast for the fourth quarter of 2001.

1 Alaska, California, Hawaii, Oregon, Washington
2 Delaware, District of Columbia, Florida, Georgia, Maryland, North Carolina, South Carolina, Virginia, West Virginia

